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General Information 


UNnICAN 


Financial Highlights 


1978 1977 

Revenues $28,314,393 $24,800,723 
Funds from Operations 2,035,881 721,440 
Depreciation & Amortization 1,337,478 1,192,018 
Net Income (Loss) before 

Extraordinary Item 517,754 (453,048) 
Net Income after Extraordinary 

Item 1,090,911 436,975 
Working Capital 3,091,932 1,263,810 
Shareholders’ Equity 5,980,057 4,774,299 
Earnings (Loss) per Share: 

— before extraordinary item $0.30 $(0.26) 

— after extraordinary item $0.62 $ 0.25 


Working Capital 


Geographical Sales 
Distribution ec Shareholders’ Equity 


(millions of dollars) 


<— Overseas 


2% : 
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To our Shareholders: 


During the fiscal year ended 
June 30, 1978, significant progress 
was achieved. Sales amounted to 
$28,314,393, a 14% increase over 
last year. Net income before extra- 
ordinary item improved froma 
net loss of $453,048 or $(0.26) per 
share last year to net income of 
$517,754 equal to $0.30 per share. 
Net income after extraordinary item 
of $1,090,911 or $0.62 per share, 
the highest in Unican’s history, com- 
pares with $436,975 or $0.25 per 
share last year. 

Our normal operations generated 
funds of $2,035,881 enabling the 
company to purchase from cash 
resources $1,064,939 of new equip- 
ment, tools and dies. In addition, 
we made a significant improvement 
to working capital. 

Further financial information is 
covered in other sections of this 
report. | would now like to share with 
you some thoughts about Unican’s 
present posture, management 
priorities, and major anticipated 
direction for the future. 

We, at Unican, have an unusual 
degree of operational balance in our 
present posture which comes from: 
® our diversification as between 

Consumer, Security and O.E.M. 

hardware products. 

e the recession resistent character 
of ourmajorreplacement products, 
being inexpensively priced keys, 
security locks, and cabinet hard- 
ware, provides us with a base 
which is protective in light of the 
traditional ups and downs of the 
new furniture hardware market. 

e the emergence of broader 
geographical sales coverage, 

As part of our strategic planning, 
we shall emphasize those products 
where we have a market leadership 
position or where we have the 
opportunity to achieve the leader- 
ship position. We shall try to tailor 


each product to fit a distinct market 
need and will assign to this product 
the necessary merchandising, 
management, engineering and pro- 
duction skills until we achieve a 
leadership position. As a manage- 
ment group, we are not fully satis- 
fied with our total profit picture, 
despite the progress made to date. 
Our managers are eager to show 
progress in this area as we go into 
new markets. Pt 

Our brands of #4ca key blanks, 
security locks and key duplicating 
machines are known and accepted 
by professionals around the world. 

Our Simplex and Unican push- 
button keyless locks are known and 
accepted by government agencies, 
universities, telephone companies 
and industry and we are generally 
recognized as the leader in keyless 
mechanical locking systems. 

Our Capitol line of furniture and 
cabinet hardware is used extensively 
by manufacturers of fine furniture 
and kitchen cabinets in Canada, 
U.S.A., Australia and England. 

Major actions taken over the past 
five years include: 
® upgraded facilities and capacity. 
e introduced new products. 

@ eliminated marginal products. 
® emphasized solid growth versus 
short-term profitability. We have 

On numerous occasions sacri- 

ficed the short-term to lay the 

groundwork for the long-term. 

e reduced significantly short-term 
bank indebtedness. 

e achieved cost leadership. 

This is the 15th year since the 
incorporation of Unican, our 10th 
year as a public company and our 
6th year since the acquisition of 
Ilco Corporation which is now 60 
years old. We have been asked, what 
does it take for a 15 year old parent 
to have a60 year old child — the 
answer is “imagination’’. 


We, Unican and Ilco, now enter 
our second year of solid progress 
from the base which has emerged 
through the unity and strength of 
both corporations. 

We recognize that our continuing 
success Is due to the loyalty and 
imaginative efforts of all our 
employees. 


Respectfully submitted, 
UNICAN SECURITY SYSTEMS LTD. — 


LES SYSTEMES DE 
SECURITE UNICAN LTEE 

\ 
(Varen We 3 


Aaron M. Fish, 
President. 
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Consolidated Statement of Income and Retained Earnings 


Year ended June 30, 1978 


Sales 


Cost of sales and operating expenses before 
the undernoted items 


Income before the undernoted items 
Depreciation of fixed assets 
Amortization of other assets 
Interest on long-term debt 
Other interest 
Share in losses of 50% owned companies 


Research and development, net of government 
grants of $133,200 (1977 — $148,200) 


Income (loss) before income taxes, minority 
interest and extraordinary item 


Provision for income taxes (note 7) 
Current 
Deferred 


Net income (loss) before minority interest 
and extraordinary item 


Minority interest in net income 
Net income (loss) before extraordinary item 
Extraordinary item 


Profit on sale of a subsidiary net of 
income taxes of $121,000 


Profit on sale of trade marks net of 
income taxes of $109,000 


Reduction of current year’s income taxes 
on application of prior years’ losses 


Net income 
Deficit — beginning of year 
Retained earnings (deficit) — end of year 
Net earnings (loss) per share 
Before extraordinary item 
After extraordinary item 


1978 


$28,314,393 


24,715,631 
3,598,762 
1,156,346 

181,132 
315,980 
590,485 

18,651 


45,535 
2,308,129 


1,290,633 


723,803 
4,000 
727,803 


562,830 
45,076 
517,754 


573,157 
573,157 
1,090,911 
680,161 

$ 410,750 


$0.30 
$0.62 


1977 


$24,800,723 


22,734,362 
2,066,361 
1,061,848 
178,178 
333,284 
565,008 
22,991 


136,029 
2,297 ,338 


(230,977) 


Ii, 99 
78,000 
193,000 


(424,976) 
28,072 
(453,048) 


455,679 
146,064 


288,280 
890,023 
436,975 
1,117,136 


$ (680,161) 


$(0.26) 
$ 0.25 
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Consolidated Balance Sheet 


As at June 30, 1978 


ASSETS 


Current 
Cash 
Receivables 
Inventories (note 2) 


Prepaid expenses 


Investment in and advances to 50% owned companies 
Fixed assets (note 3) 
Other 


Patents and franchise rights, at cost less 
accumulated amortization 


Preproduction costs at new plant, less 
accumulated amortization 


Other deferred expenses and deposits 


Sj ii on behalf of i C 
Die: Director 


1978 


$ 99,796 
4,337,571 
8,876,741 

201,238 
13,515,346 
193,661 


6,435,699 


126,909 


113,504 


21,143 


261,556 


$20,406,262 


1StZ 


$ 81,556 
4,076,166 
6,458,810 

110,557 
10,727,089 
165,603 
6,530,855 


140,718 


226,692 


65,213 
432,623 


$17,856,170 


LIABILITIES 
1978 
Current 
Bank indebtedness (note 4) $ 4,630,924 
Payables 5,212,837 
Income taxes 121,011 
Current portion of long-term debt (note 5) 458,642 
10,423,414 
Long-term debt (note 5) 3,130,338 
Deferred income taxes 729,240 
Minority interest in subsidiary companies 143,213 
SHAREHOLDERS’ EQUITY 
Capital stock (note 6) 
5% non-cumulative, redeemable preferred 
shares without nominal or par value. 
Authorized 45,000 shares 
Common shares without nominal or par value. 
Authorized 2,000,000 shares — issued 
1,816,480 shares 5,484,831 
Contributed surplus 131,193 
5,616,024 
Retained earnings (deficit) 410,750 
6,026,774 
Less cost of 21,687 (1977 — 75,000) common 
shares held by a foreign subsidiary 46,717 
5,980,057 
$20,406,262 


SATE 


$75; 101-739 
3,848,155 
513,385 
9,463,279 
2,793,290 
725,240 
100,062 


5,484,831 
131,193 
5,616,024 
(680,161) 
4,935,863 


161,564 
4,774,299 
$17,856,170 
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Consolidated Statement of Changes in Financial Position 


Year ended June 30, 1978 


Source of working capital 


From operations — 


Net income (loss) before extraordinary item 


Items not affecting working capital — 


Depreciation and amortization 
Profit on sale of fixed assets 


Other items 


Extraordinary item 
Sale of fixed assets 
Long-term debt 


Decrease (increase) in other assets 


Use of working capital 
Purchase of fixed assets 
Long-term debt 


Advances to 50% owned companies 


Increase in working capital 
Working capital — beginning of year 


Working capital — end of year 


1978 


$ 517,754 


1,337,478 
180,649 
2,035,881 
573,157 
3,748 
1,300,000 

(10,064) 
3,902,722 


1,064,939 
962,952 
46,709 
2,074,600 
1,828,122 
1,263,810 

$ 3,091,932 


1970 


$ (453,048) 


1,192,018 
(144,293) 
126,763 
721,440 
1,359,307 
265,217 
47,827 
2,393,791 


1,467,074 
611,679 
51,249 
1,829,999 
563,792 
700,018 

$ 1,263,810 
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Notes to Consolidated Financial Statements 


June 30, 1978 


1. Summary of significant accounting policies 


(a) Principles of consolidation — 


These consolidated financial statements include the accounts of the company and all of its 
domestic and foreign subsidiaries. All intercompany accounts and significant intercompany 
transactions have been eliminated in consolidation. The investments in 50% owned companies 
are accounted for on the equity basis. 


(b) Translation of foreign currency — 

Assets and liabilities carried at present prices are translated at exchange rates prevailing at year 
end. Assets and liabilities carried at past prices are translated at applicable historical rates. 
Revenues and expenses other than depreciation are translated at the average rates for the year. 
The gains or losses from translation procedures are included in net income. 


(c) Inventories — 


Inventories are valued at the lower of standard cost and estimated net realizable value, with such 
standard cost approximating current cost as determined by first-in, first-out method. 


(d) Fixed assets — 

Fixed assets are stated on the basis of cost. Expenditures for major renewals and betterments 
are capitalized. Maintenance and repairs are charged to operations as incurred. The carrying 
amounts of assets sold, retired, or otherwise disposed of and the related accumulated deprecia- 
tion are eliminated from the accounts, and any resulting gains or losses are reflected in income. 
Depreciation is calculated on a straight line basis over the estimated useful lives of the assets. 


The estimated useful lives of the principal classes of assets are — 


Buildings 5 — 40 years 
Machinery and equipment 3— 15 years 
Leasehold improvements term of lease 


(e) Amortization of other assets — 


(i) Patents and franchise rights are amortized on a straight-line basis over their estimated 
useful lives, which are generally seventeen years. 


(ii) Preproduction costs at new plant are being amortized on a straight-line basis over a five 
year period ending June 30, 1979. 


(f) Product development expenses — 
All research and product development costs are charged to operations as incurred. 


2. Inventories 


1978 1977 
Finished goods $3,391,967 $2,089,918 
Work in process 2,302,420 1,546,936 
Raw materials 3,182,354 2,821,956 


$8,876,741 $6,458,810 


3. Fixed assets 


1978 
Accumulated 
Cost Depreciation Net 
Land $ 210,906 $ — $ 210,906 
Buildings 2,056,821 380,056 1,676,765 
Machinery and 
equipment 10,163,186 6,027,103 4,136,083 
Leasehold 
improvements 800,458 388,513 411,945 
$13,231,374 $6,795,672 $6,435,699 


4. Bank indebtedness 
Receivables and inventories are pledged as collateral for bank indebtedness. 


5. Long-term debt 


1978 


94% % mortgage, maturing 1999 $1,707,021 


First mortgage, interest at prime rate 
plus 3% (minimum rate 9% %) maturing 1982 89,808 


113%4% First mortgage bonds, Series ‘“A’”’ — 
13% First mortgage bonds, Series “B” — 


Note payable to bank, interest at prime rate 


plus 2¥%%, maturing 1983 1,267,500 

8% —9%4% secured notes 141,448 
5% unsecured loan 339,025 
Various conditional sales contracts 44,178 
3,588,980 

Current portion of long-term debt 458,642 
$3,130,338 


1977 


Net 
$ 210,906 
1,736,647 


4,217,739 


365,563 


$6,530,855 


1ShY 


$1,634,785 


84,744 
674,200 
179,400 


273,381 
379,229 
80,936 
3,306,675 
513,385 
$2,793,290 


Certain short term bank borrowings and the note payable to bank are secured by a $2,500,000 
secured debenture. The trust deed under which the secured debenture was issued provides a 
charge against a subsidiary company’s fixed assets and a floating charge on all its other assets. 


The aggregate payments estimated to be required in each of the next five years to meet principal 
retirement provisions of long-term debt agreements presently in effect are as follows — 


1979 $458,642 
1980 328,000 
1981 192,000 
1982 285,000 


1983 815,000 


6. Capital stock 


By virtue of a certificate of continuance issued October 17, 1977 the company was continued 
under the provisions of the Canada Business Corporations Act. Formerly the company was 
subject to the provisions of the Canada Corporations Act. In the articles of continuance the 
company changed the authorized preferred shares as follows — 


(i) Reduced the number of authorized preferred shares by 500 to 45,000 
(ii) Changed the preferred shares from $1 par value to shares without nominal or par value. 


7. Income taxes 


Consolidated income taxes for the current year do not reflect current rates since income taxes 
are levied on the individual companies of the group and not on the consolidated results. 


As at June 30, 1978 certain of the company’s subsidiaries have losses for tax purposes sustained 
in current and prior years which may be used to reduce their taxable incomes in future years 


as follows — 
Deduction available 
until 
1979 $ 496,000 
1980 1,283,000 


1981 200,000 
$1,979,000 


Certain of the company’s United States subsidiaries have additional benefits available which 
may be used to reduce income taxes payable in future years. These benefits aggregate approxi- 
mately $203,000. 


8. Contingencies 


(a) The nature and size of the amounts due to the pension plans of Ilco Corporation, a subsid- 
iary, are not determinable at this time by the company and legal counsel. 


(b) The company and two subsidiaries have been named as defendants in lawsuits alleging 
patent infringements. Legal counsel is of the opinion that these lawsuits are not well 
founded. 


9. Commitments under long-term leases 


(a) The company has an option to purchase a building presently leased from certain directors. 
The rent is $50,000 per annum reducing by $2,000 per annum until the lease expires in fiscal 
1984. The option to purchase can be exercised for the sum of $425,000, the total purchase 
price of the directors, plus imputed compound interest of 3% per annum from December, 
1969. 


(b) Rental commitments under significant non-cancellable leases are estimated for each of the 
next five years as follows — 


1919 $244,000 
1980 200,000 
1981 142,000 
1982 140,000 
1983 138,000 


10. Anti-inflation legislation 


Certain companies of the group are subject to the Federal Anti-Inflation Act which provides for 
the restraint of profit margins, prices, dividends and compensation. 


11. Comparative figures 


Certain comparative figures have been reclassified to conform with the presentation adopted 
in the current year. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Unican Security Systems Ltd. — Les 
Systemes de Sécurité Unican Ltée as at June 30, 1978 and the consolidated statements of income 
and retained earnings and changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of 
the company as at June 30, 1978 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


by, Mica + Wogger 


Chartered Accountants — Comptables Agréés 
Montreal, Quebec 
September 12, 1978 
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Mee 
UNnICAN Consumer DO-IT-YOURSELF Market 


Protect yourself with our Home 
Protection Center. 


July 1978 — Associated Locksmiths 
of America Exhibition— New Orleans, 
Louisianna. 


For the Handyman, a complete line 
of Residential Locksets and Security 
Locks. 
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February 1978 — Canadian Hardware Show — Toronto, Ontario. 
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